Car & Truck Rental
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Ok, here's how car & truck rental locations operate.

They buy cars or trucks of various makes, rent them out by the hour, day or week, and eventually sell them. They also make money selling insurance and gas, and by renting out car seats and GPS systems. Some rent RVs and trailers.

Excluding the national car rental companies, the typical rental operator has a single location and less than $5 million of annual revenue. 

The national companies dominate airports and travelers. Local companies serve people who need a replacement car while theirs is being fixed. Trucks are rented to people who're moving or to businesses who need them only once in a while.

The national chains buy cars directly from the auto companies. Local operators buy from car dealers. Rental cars are usually in service for no more than 15 months, after which they're sold.

Local rental rates follow the national companies. Truck renters have more leeway.

Here are some strategic things you should know.

The car rental business is dominated by a few large national companies like Hertz, who mainly serve airplane travelers. This segment is highly sensitive to the economy.

Replacement cars are often paid for by insurers while a car is being repaired.

Rental cars quickly lose value. The price at which they're eventually sold is a large part of the rental profit.

Truck rental companies may be franchise operations of U-Haul, which hooks them into a national reservation system.

Local operators often get competition from car dealers.

Here are some good talking points.

How many cars or trucks do they have available?

What's the average rental time? The average daily rate?

How much of revenue comes from selling extras, like insurance?

How long are the vehicles in service? Who buys them after that?

How much were they affected by the recession?

And finally, how do they see their business evolve in the future?

Now you're ready.

